April 20, 2001

Dear Treasury Offset Coordinator:

On July 16, 1998, Thomas J. Pestka, former Director, Debt Collection Service, sent a letter to all Treasury Offset Coordinators, which provided guidance relative to reducing the percentage that is being offset of a specific Federal payment because of extreme hardship.  Due to the number of requests this office has been receiving for copies of the July 16, 1998 guidance, and in view of the additional Federal payments that may be offset, we are updating and distributing this guidance.

Financial Management Service (FMS), U.S. Department of the Treasury (Treasury), is administering the Treasury Offset Program (TOP).  In addition to Federal Income Tax Refunds, FMS may offset various Federal payments due to a borrower, including Office of Personnel Management (OPM) retirement/disability payments, reimbursement checks for Federal travel, vendor payments, etc., which are offset at different percentages, established by law/regulation.  

As indicated in our prior guidance, in some cases, FMS is offsetting “stipends”, which are considered vendor payments because of their contractual nature, at 99%.  Some of these “stipends” are for fellowships with the National Institute of Health.  For some individuals, these payments may be their only source of income, and offsets at 99% may present extreme hardship.  Your agency must make extreme hardship determinations for borrowers your agency certified whose stipends or other vendor payments are being offset.

Additionally, in some cases, FMS is also offsetting OPM disability and retirement benefit checks at 25%.  For some individuals, these offsets may present extreme hardship.  Your agency must also make determinations for borrowers your agency certified whose OPM disability and retirement benefit checks are being offset.  

We advised agencies that they can request Treasury, via this office, to have future offsets of these Federal payments reduced in the future, if they deem that the percentage being offset presents extreme hardship to the borrower.  These Federal payments (and, therefore, offsets) tend to be regular, recurring monthly payments.
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Accordingly:

If a borrower calls your agency claiming hardship due to an offset, your agency should follow its usual procedures for handling extreme hardship cases (e.g., obtaining and reviewing a financial statement, etc.).

If your agency determines that the offset does not present extreme hardship to the borrower, no further action is required (other than notifying the borrower, of course).

If your agency determines that the offset does present extreme hardship to the borrower, your agency must determine a reasonable and affordable offset percentage or amount.  Your agency must then send a fax to this office indicating the percentage or amount it determines appropriate.  Please use the language indicated in the attachment, identified as Attachment 1, completed on your agency’s letterhead, and fax it to this office at 

(202) 708-4954.  This office will then request FMS to offset future payments at the percentage or amount your agency indicates in the fax.

Your agency must also determine if any money should be refunded to the borrower for the offset(s) that have occurred and issue a refund check, based on your determination.  

For example:

A borrower contacts your agency indicating that their OPM retirement payment is being offset at 25%, and it presents extreme hardship.  Your agency determines that the offset does present extreme hardship to the borrower and determines that 10% would be reasonable and affordable.  You may complete Attachment 1 indicating “OPM Retirement” and an “Adjusted Percentage” of 10%, fax it to this office, and we will notify FMS accordingly.  It is very helpful to have the borrower fax/send a copy of FMS notification of offset as the notification indicates the paying agency involved, the amount of the Federal payment, and the amount of the offset.  Using this example, let’s say the FMS notification indicates the amount of the Federal payment as $2,000.00 and the amount of the offset as $500.00.  After your request for an Adjusted Percentage of 10% is processed, future offsets of the OPM retirement payments would be at $200.00 (10% of $2,000.00).  Additionally, after your agency receives and processes the Weekly Collection tape indicating the offset of $500.00, your agency may opt to refund the difference between the 25% that presents an extreme hardship to the borrower and the 10% your agency deemed to be reasonable and affordable.  In this case, your agency may refund $300.00 to the borrower ($500.00 offset less $200.00 reasonable and affordable = $300.00).   
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It is very important that the fax be completed as accurately as possible.  FMS will only reduce the offset of the Federal payment your agency specifies.  If an incorrect payment stream is identified in your fax, the request for reduction may not be processed.

Treasury issued a Technical Bulletin, dated March 7, 2001, which states in part:

TOP begins SSA benefit offset today.  SSA benefit payments will be phased into TOP over the next several months.  Debtors who are eligible for SSA benefit offset and match against SSA benefit payments will receive a 60 and 30 day warning notice prior to offset.

Reminder:  SSI payments are not eligible for offset, pursuant to the Debt Collection Improvement Act of 1996.  

Additionally, there was an April 2, 2001 article appearing in the Washington Post, entitled “Debtors’ Social Security Checks to Be Garnished”, which I am enclosing for your information (see Attachment 2). 

FMS had indicated that as they go along more and more Federal payment streams will be offset.  The same process used to reduce the offset percentage or offset amount of other payment streams can also be used to have the offset of SSA benefit payments reduced. Again, agencies should try to be as specific as possible as to which payment stream they would like to have reduced.  

It is noted that Attachment 1 should not be used if your agency wishes our office to inactivate an account in emergency situations.  For these cases, your agency should fax a request to Sandra McCullough/Adele Gabrielli at (202) 708-4954 or (202) 708-8875.  The fax should request that the account be inactivated from the Treasury Offset Program and should indicate the borrower’s name, SSN, and address.  Remember, if an account is inactivated, no future offsets of any Federal payments, including offsets of Federal Income Tax Refunds, will occur.  

As you know, beginning in the 1996 processing year, other Federal payments besides Federal Income Tax Refunds were offset in TOP.  Creditor agencies, such as the Department of Education, receive Weekly Collection tapes from FMS that indicate the offsets and reversals that must be credited or debited to borrowers’ accounts.  The Weekly Collection tapes do not indicate the source of offset, so we must rely on the borrower to obtain that information.  
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As always, the borrower should be directed to FMS at 1-800-304-3107 if they wish to inquire about what monies are being offset or the legal authority to offset a particular Federal payment or if they have questions regarding the percentage that was offset.

If you have any questions, please contact Sandra McCullough at (202) 708-7470 or Adele Gabrielli at (202) 708-4779.







Sincerely,







/s/signed







Gary Hopkins, Director (A)







Students Channel - Collections







Washington D.C. Headquarters

Attachments







ATTACHMENT 1

FACSIMILE SHEET

DATE:  _____________________________

TO:  Sandra McCullough/Adele Gabrielli

         Students Channel - Collections

         Washington Service Center

NUMBER OF PAGES TRANSMITTED (INCLUDING COVER): _____

TELEPHONE NUMBER OF GUARANTY AGENCY FACSIMILE MACHINE: ________________

TELEPHONE NUMBER OF DEPARTMENT’S FACSIMILE MACHINE:         (202) 708-4954

                                                                                                                            OR (202) 708-8875

The (NAME OF GUARANTY AGENCY) has been informed by the following borrower(s) that their (Specify Type of Federal Payment such as OPM Disability/Retirement or Vendor) payments are being offset at (Specify Percentage) and has determined that this percentage does present extreme hardship to the borrower(s) indicated below and should be reduced.  Accordingly, please instruct FMS to adjust future offsets of (Specify Type of Federal Payment such as OPM Disability/Retirement or Vendor) payments to the (Specify Adjusted Percentage or Adjusted Amount) indicated in the last column for the following borrower(s):








ADJUSTED PERCENTAGE









       OR

      SSN


BORROWER’S NAME

    ADJUSTED AMOUNT

(Type Borrower’s 
(Type Borrower’s Name)

(Type Reasonable and Affordable

     SSN)






Percentage, e.g., 10% or Adjusted

Amount, e.g., $50.00)

Authorized by: 
_______________________________________




     
Signature



_______________________________________




         Typed Name/Title

Telephone Number:  _______________________________

Date:  ___________________________________________

